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The Panamanian government has launched an energetic campaign to promote foreign and
domestic investment in mining projects to develop the country's vast but as yet untapped mineral
wealth. Nevertheless, the government's latest concessions to mining companies are generating
bitter disputes with Panama's Indian communities, since most mineral reserves are located on
Indian lands. Panama has the capacity to become a major producer and exporter of raw minerals.
According to the Ministry of Commerce and Industry's Directorate for Mineral Resources,
Panama currently ranks in ninth place worldwide in known mineral reserves, much of which were
discovered in exploration activities during the 1970s.
The country is particularly rich in copper reserves, although state and private firms have also
uncovered a variety of other commercially exploitable ores, such as gold and silver. In fact, the
fourth largest copper deposit in the world Cerro Colorado is located in Panama's western Chiriqui
province, along the Costa Rican border. Cerro Colorado contains more than 1.3 billion metric tons
of proven and probable reserves of copper ore. If developed, the copper from that deposit would be
extremely profitable given the particularly low content of waste minerals that need to be processed
out. Notwithstanding the country's mineral potential, Panama has never built up its mining sector.
Currently, only a few gold and silver deposits are being commercially exploited.
On average, mineral exports have only earned about US$5 million per year, even though the
Directorate for Mineral Resources estimates that, if the country's mineral reserves were fully
exploited, Panama could earn up to US$500 million in annual export income. But mineral
exploitation has tended downward in recent years. Gold and silver production fell by 3% between
1994 and 1995. And the directorate estimates that, between 1993 and 1995, production of nonferrous
materials used for domestic purposes dropped by 28%. According to business representatives,
lackluster government efforts to develop mining activities, combined with cumbersome state
environmental regulations, have discouraged foreign and domestic investors from exploiting
Panama's mining potential.
"The country's rich copper reserves are simply lying dormant because of a lack of state policies to
provide incentives for exploitation," said Jose Montenegro, head of the Panamanian Chamber of
Mining (Camara Minera de Panama). "If the sector were adequately developed, it could generate
many millions of dollars in foreign exchange." The chamber claims that most foreign investors
prefer to explore and exploit mineral deposits in other Latin American countries particularly Peru
and Chile because those nations have approved mining codes that offer businesses substantial
investment guarantees, plus terms and conditions that make mining contracts highly profitable.
According to Montenegro, although Panama's mining code is not especially protectionist, the
government's arbitrary imposition of excessive environmental regulations has placed the country
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at a huge disadvantage. "The government's interpretation of the mining code is ridiculous," said
Montenegro. "The law does call for environmental-impact studies. But under current regulations
imposed by the comptroller's office, investors are required to carry out exhaustive environmental
studies even before they begin preliminary exploration activities." The Panamanian geologists
association (Colegio de Geologos) also emphasized the need for realistic government regulations
to foment mining development. "An industry that relies on multimillion dollar investments
has to be able to count on clear and stable rules and regulations," read a statement in January
from the association. "The arbitrary restrictions that the comptroller's office is imposing have
provoked widespread insecurity among mining companies, severely disrupting their ability to make
investment plans."
Given the growing criticism, at the beginning of this year President Ernesto Perez Balladares's
administration launched a new, energetic plan to attract foreign and domestic capital to the mining
sector. The government is now vigorously promoting mining concessions among private companies
to develop 43 targeted mineral reserves, particularly copper deposits in the far-western provinces
of Chiriqui, Bocas del Toro, and Veraguas. As a result, in late February the government awarded its
largest exploitation contract ever to the Canadian firm Panacobre to begin operating the huge Cerro
Colorado copper reserve in Chiriqui.
Under the agreement, Panacobre a subsidiary of the Canadian company Tiomin Resources has been
granted a 25-year concession to develop the mine. Panacobre is expected to invest about US$300
million in the project, which could eventually produce as much as 120,000 MT of copper ore per
day, plus molybdenum, silver, and gold. The government will earn substantial revenue from the
contract, beginning with US$42 million that Panacobre agreed to pay up front for the concession.
Once Panacobre recovers its investment in the mine, the state firm Corporacion de Desarrollo
Minero (CODEMIN) will become a partner in the project, with annual income for the government
projected to reach about US$60 million.
In addition, the contract stipulates that 1% of Panacobre's profits must be reinvested into
community development projects in the area surrounding Cerro Colorado, half of which must
specifically be channelled into Indian villages. Apparently, that clause is aimed at softening
opposition by Indian communities to the Cerro Colorado project and other potential mining
concessions in the western regions, where most of the indigenous population is concentrated.
Notwithstanding the effort to placate local Indian communities, however, the government's new
mining policies are galvanizing opposition among Panama's indigenous and environmental
organizations. Since the 1970s, when initial mineral exploration activities led to the discovery of
Cerro Colorado and other copper deposits, the Indian population has adamantly resisted mining
development given that the largest mineral reserves are concentrated on indigenous lands. In fact,
fierce Indian opposition to the Cerro Colorado project forced previous governments in the 1970s and
early 1980s to freeze plans to develop the mine.
According to a 1990 census, about 200,000 Indians live in Panama and belong to six different
ethnic groups. The largest is the Guaymi, with about 124,000 people, or more than 60% of the total
indigenous population. Guaymi villages are concentrated in Bocas de Toro, Chiriqui, and Veraguas,
and they have been struggling against any attempt by the government to develop mining resources
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there until a legal demarcation of Indian lands in the area is carried out by the state. In April
1995, violent conflicts with the Guaymi exploded when the government opened negotiations with
Panacobre over the Cerro Colorado mine. Following lengthy negotiations with Guaymi leaders, the
government agreed to postpone any concession for Cerro Colorado until a demarcation of Indian
lands was completed by the Legislative Assembly.
The government also promised that, before it granted exploitation rights to a private company,
Guaymi leaders would be consulted on the terms and conditions of the contract. Thus, the Guaymi
now accuse the government of reneging on the 1995 accords by unilaterally moving forward with
the Cerro Colorado concession. Guaymi leaders say that at least 15,000 Guaymi Indians will be
displaced by the project, and they fear irreparable environmental damage will be done, especially
along the San Felix river where the mine is located.
"By destroying the environment we destroy our own livelihood," said Benicio Robinson, an
Indian representative in the Legislative Assembly who is head of the parliament's Environmental
Commission. "It is logical that the Indian communities, which depend on the land for their
subsistence, are fearful of these kinds of projects being developed in their territory." According
to Robinson, the commission is studying the environmental impact of Cerro Colorado and other
potential mining concessions in the zone, and legislative representatives may seek to freeze
government and private- sector activities until the surveys are completed.
Guaymi leaders, meanwhile, say that if such legal measures fail, the Guaymi communities will
oppose mining operations by force, foreshadowing violent conflicts in the coming months. "We
are not going to allow these types of projects to go forward without adequate consultation with,
and input by, Indian communities," said Marcelino Montezuma, president of the Guaymi's
General Congress. "The government must first complete the legal demarcation of our autonomous
territories, then we can discuss mining activities." [Sources: La Prensa (Panama), 03/15/96, 03/24/96,
03/29/96, 04/01/96; La Estrella de Panama, 03/15/96, 03/16/96, 03/24/96, 04/01/96, 04/02/96; Inter Press
Service, 02/26/96, 04/20/96; Inforpress Centroamericana (Guatemala), 04/18/96, 05/02/96]
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